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e Consumer
protection

e Financial stability
e Competitiveness
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Whatintegrates the
Regulatory Framework?

e Regulation
e Supervision
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nsUrance Regulatory
Framework?

e Insurance is NOT
Banking

e Cannot be treated
the same

e Must avoid
regulatory arbitrage
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Regulation

e Risk based: 3 pillars

e Economic based:
market consistent

e Principle based

18 July 2011 7



e Quantity and
Quality of capital

e Complexity

e Internal models
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Pillar 2

¢ Need of internal
controls

e Incentives for
sound risk
management

e Internal models as
decision making
toolkits

Peter Frampton

“SHOW ME THE WAY"
8

From the ASM slven Frapeon Conmen A.!hg:

iz e e « -—m.i

18 July 2011



e Enhance disclosure
and transparency

e Comparability
e Understanding
e trust
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S_y-ﬁéfvision (yesterday)
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e Reactive
¢ National interest
e Under resourced
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sion (tomorrow)

e Preemptive

* Consistent CHRlS |AAK think of tomorrow
e Mirroring economic et

reality
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Consumer protection

e Consumers need to be “|[ mm[m m[ Hill

protected.

e Protection is the sum
of regulation,
supervision, self-
regulation, right
information and
understanding.
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Financial Stabilit

e Appropriate links
between micro and
macro

e SiFis debate
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e Insurance is
needed... and has to
be profitable.

e But how much?
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rance in Solvency 2
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Underwfiting risk for reinsurers under QIS5 €l —

Graph xSCR13 (1): Composition of NL underwriting risk - Non-Life

140%
120%
100%
80%
60% 60%
100% 100%
40%
20%
0%
Premium & Reserve Catastrophe Lapse Diversification Gross Non-Life Premium & Reserve Catastrophe Lapse Diversification Gross Non-Life

Underwriting Risk Underwriting Risk

Cat risk is more important for reinsurers than on average
for the market!
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e Liquidity?:

o Due to low frequency and large
events, reinsurers are expected
to pay specific attention to
their liquidity position

e Own funds:

o Quality (and quantity!) of own
funds matters for reinsurers
(also for rating agencies)

e SCR:

o Reinsurers are used to
(complex) internal modelling
since for a longer time than
insurers and expected to have
internal models also given the
high IMPORTANCE OF A
SOUND RISK MANAGEMENT!
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e Authority

e Supervisory powers
e Regulatory powers
e International role
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To summarize...
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